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lender shall be entitled to receive the
benefits of insurance hereinafter pro-
vided.

§ 241.840 Date of default.
In computing loan insurance bene-

fits, the date of default shall be consid-
ered as:

(a) The date of the lender’s accelera-
tion of the debt because of the bor-
rower’s uncorrected failure to perform
a covenant or obligation under the
note or security instrument; or

(b) The date of the first failure to
make a monthly payment which subse-
quent payments by the borrower are
insufficient to cover when applied to
the overdue monthly payments in the
order in which they become due.

(c) The date of the lender’s accelera-
tion of the debt because of the bor-
rower’s default under the first conven-
tional note and mortgage.

§ 241.850 Notice of default.
(a) If the default is not cured within

the 30 day grace period, as defined in
§ 241.530(d), the lender shall, within 30
days thereafter, notify the Commis-
sioner in writing of such default.

(b) The lender shall give notice in
writing to the Commissioner of the
failure of the borrower to comply with
any covenant or obligation under the
security instrument or note regardless
of the fact that the lender may not
have elected to accelerate the debt.

§ 241.860 Commissioner’s right to re-
quire acceleration.

Upon receipt of notice of the failure
of the borrower to comply with any
covenant or obligation under the secu-
rity instrument or note, or under the
conventional note and mortgage, the
Commissioner may require the lender
to accelerate payment of the out-
standing principal balance due.

§ 241.865 Election by the lender.
Where a real estate mortgage, or

other security instrument has been
used to secure the payment of a loan
made under the provisions of this sub-
part and subpart C of this part, the
lender may either elect to assign the
loan to the Commissioner in exchange
for the payment of insurance benefits
or may exercise its rights under the

note and security instrument in lieu of
making a claim for insurance benefits.
If the lender elects the latter course,
the Commissioner shall be so notified
and the contract of insurance shall be
deemed terminated upon the date of re-
ceipt of such notification.

§ 241.875 Maximum claim period.

Notice of intention to file claim on a
form prescribed by the Commissioner
shall be filed within 45 days after the
lender becomes eligible for the benefits
of the loan insurance, or within such
later time as may be agreed upon by
the Commissioner in writing.

§ 241.880 Items to be delivered on sub-
mitting claim.

Within 30 days after the filing of the
notice of intention to assign the loan
to the Commissioner, or within such
further period as may be agreed upon
by the Commissioner in writing, the
lender shall deliver to the Commis-
sioner:

(a) The fiscal data pertaining to the
loan transactions;

(b) Receipts covering all disburse-
ments as required by the fiscal data
form;

(c) The original note and any secu-
rity instrument or instruments which
shall be assigned to the Commissioner
without recourse or warranty, except
that the lender must warrant that no
act or omission of the lender has im-
paired the validity and priority of such
security instrument or instruments
that the security instrument or instru-
ments are prior to all mechanics’ and
materialmen’s liens filed of record sub-
sequent to the recording of such secu-
rity instrument or instruments regard-
less of whether such liens attached
prior to such recording date, and prior
to all liens and encumbrances which
may have attached or defects which
may have arisen subsequent to the re-
cording of such security instrument or
instruments, except such liens or other
matters as may be approved by the
Commissioner, that the amount stated
in the instrument of assignment is ac-
tually due and owing under the secu-
rity instrument or instruments, that
there are no offsets or counterclaims
thereto, and that the lender has a good

VerDate 11<MAY>2000 08:28 Jun 02, 2000 Jkt 190074 PO 00000 Frm 00358 Fmt 8010 Sfmt 8010 Y:\SGML\190074T.XXX pfrm07 PsN: 190074T


